
FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

JAN 1-2008

AIL/RETURN RECEIPT

James Hale, Treasurer
btook for Congress
712 N Broadway Avenue
3501 N.W. 63rd Street Suite 601
Oklahoma City, OK 73102

Dear Mr. Hale:

RE: MUR5962
Istook for Congress
James R. Hale, in his official

capacity as treasurer
Ernest Istook
Kyle Loveless

In the normal course of carrying out its supervisory responsibilities, the Federal Election
Commission (the "Commission") became aware of information suggesting Ernest Istook, Istook
for Congress oka Friends of Ernest Istook, James R. Hale, in his official capacity as treasurer,
and Kyle Loveless may have violated the Federal Election Campaign Act of 1971 ,
(the "Act") and provisions of the Commission's regulations. On December 21, 2007, the
Commission found reason to believe that:

o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. § 441b(a) by accepting apparent prohibited contributions;

o btook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. § 441a(f) by accepting contributions in excess of the limitations of the Act;

o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. 1439a(b) by using campaign funds for personal expenses of the Candidate;

o Ernest Istook violated 2 U.S.C. § 439a(b) by using campaign funds for personal
expenses;
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o Kyle Loveless violated 2 U.S.C. § 439a(b) by using campaign funds for personal
expenses;

o Istook for Congress and James R. Hale, in his offic^
U.S.C. §S 432(cX5), 434{bX4), 434(bX6XA) and 1 1 C JJL § 104.3(b) by Ming to
keep an account of and report certain disbursements in its disclosure reports regarding

a camoavm ̂ vorKer*

o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. f 434(b) by misstating its cash on band, receipts and disbursements in yean
2003 and 2004; and

o Istook for Congress and James R.Hale, in his official capacity as treasurer violated 2
U.S.C. § 434(a) by failing to file required 48-hour notices.

O Enclosed is the Final Audit Report that sets forth the basis for the Commission's
determination.

We have also enclosed a brief description of the Commission's procedures for handling
possible violations of the Act In addition, please note that you have a legal obligation to
preserve all documents, records, and materials relating to tfai« matter ""til such time as you are

fa fite •« *hit ™«ft*r See 18U.S.C. § 1519. In the
meantime, this matter will remain confidential hi accordance with 2 U.S.C. §§ 437g(aX4XB) and
437g(aX12XA), unless you notify the Commission hi writing that you wish the investigation to

iade nuhlic.
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If you intend to bo represented by counsel in this nutter, pletse advise the Commission
by completing the enclosed Designation of Counsel fbnn t*"*fag fhe nine, address, ffKl
telephone number of such counsel, and «Htfi«i™ng guch counsel to receive any notifications and
other communications fiom the Commissicm.

We look forward to your response.

Sincerely,

fid M. Mason
Chairman

Enclosures
Final Audit Report

Designation of Counsel Form

cc: Ernest J.Istook, Jr.
Kyle D. Loveless



Report of the
Andlt Division on
Friends of Ernest Istook
January 1,2003 - December 31, 2004

Why the Audit
Was Done
Federal law pennits the
Commiarion to conduct
audita and field
investigations of any
political committee tfM'f IB
required to file reports
under the Federal

(the Act). The
Commission generally
conduct! auch audita
when a committee
appears not to have met
the threshold

nta lor

with the Act1 The audit

committee complied with
the limitations,
prohibitions and
disclosure requirements
of the Act.

Future Action
The Commission ™y
initiate an enforcement
action, at a later time,
witii respect to any of the
matters cbacuaaoQ m T|II>
report.

About the Committee (p. 2)
Frienda of Ernest Istook (FOEI) is the principal campaign
committee for Ernest Istook, Republican candidate for the U.S.
House of Representatives from the state of Oklahoma, 5*
District FOEI is headquartered in Oklahoma City, OK. For more
information, aee chart on the Campaign Organization, p. 2.

Financial Activity (p. 2)
• Receipt!

o Contributions from Individuals
o Contributions from Political

Committees
o Oflseti to Expenditures
o OtherReceipts
o Total Receipts

o Operating Expenditurei
o Refunds
o attributions to Other

o Total Dfebmnememti

$890,840

799*470
22,495

1,165
$ 1,713̂ 70

$ 1,125*484
7,000

277,100
$1,409,584

Findings and Recommendations (p. 3)
Receipt of Prohibited Contributions (Finding 1)
Receipt of Excessive Contributions (Finding 2)
Personal Uae of Campaign Funds (Finding 3)
Misstatement of Financial Activity (Finding 4)
Disclosure of Receipts (Finding 5)
Disclosure of Disbursements (Finding d)
Reporting of Debts and Obligations (Finding 7)
Failure to File 48-Hour Notifications (Finding 8)
Untimely Deposit of Contributions (Finding 9)
Disclosure of Form 3Z-1 (Finding 10)

1 2U.S.C.$438(b).
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Parti
Background
Authority for Audit
This report is teed on m audit of the Friends of Enieit Istook(FOEI), undertaken by the
Audit Division of the Federal Election Commission (the Commission) in accordance with
the Federal Election Campaign Act of 1971, ai amended (the Act). The Audit Divirion
conducted die audit pursuant to 2 U.S.C. }438(b), which pennito the Commission to
conduct audits and field investigations of any political committee that is required to file a
report under 2 U.S.C. (434. Prior to conducting any audit mderthU subsection, the

must perform an internal review of reports filed by selected committees to
determine if toe reoorts **leu oy s particular committee meet tne tnTesooiu reQuirements
lor substantial compliance with the Act. 2 U.S.C. J438(b).

Scope of Audit
This audit examined2:
1. The receipt of excessive contributions and loans.
2. Toe receipt oi contnounons ifruki pfoniDitBu sources.
3. The disclosure of contributions received.
4. The disclosure of disbursements, debts •"** obligations.
5. The consistency between reported figures and bank records.
6. Hie completeness of records.
7. Other committee operations necessary to the review.

Tte
review of mended npacto iDed on Angint 29,2005 indicitMlbatFOm cornet^ WOK of the repoctiiif



Partn
Overview of Campaign

Important Dates
• Date of Registration
e AuditCovenge

Headquarters

BsflklBfbnnatkNi
e Bank Depositories
SSI Bv&SSlVMIP fB |AAAIlBnfflB:

Treasvrer
e Treasurer When Audit was Conducted
e Treasurer During Period Covered by Audit

ManwmeBtlstfbniiitloBi
* Attended PoO Oampaiffn Finance Senunsr
• Used Commonly AvuiluMe Campaign

Management Software Package
e Who Handled Accounting and Recordkeeping

Tasks

Friesids of Eraest Istook3

May 14, 1993
Jsnuary 1,2003 -December 31, 2004

Oklahoma City, OK

3
2 Checking and 1 Money Market

James R. Hale
James R. Hale

Yes

Paid Staff

a lew of Financial Activity
(Audited Amounts)

Cash osi hand (ffiJuury 1.2003
o Contributions fioni Individuals

Cggim>*ttecs
o Offsets to Bypfu^frTBS
o Other Receipts

o Opefsting Expenditures
o Refunds
o Contributions to Other PoHtical Committees

Cash OB hand® December 31, 2004

$4v470
890.840
799.470
22,495

1,165
$1,713,970

1.125.484
7.000

277.100

1FOEI dusjed to ume to btaok for Coogret. on Septeriw 30,2005.



Partm
Summaries

Findings and Recommendations
Finding 1. Receipt of Prohibited Contribution*
FOBI received contributioni totaling $11,825 flam cofporations, limited liability
compinietCLLCXindalabororgimiTation. Contributions from rations, corporations and
fiomLLCs that elect to be treated as coipontioni under IRS ralei are prohibited. FOEI
untimely refimded $8,075 of these contributions. ID response to the interim audit report
recommendation, FOEI provided copies of additional negotiated refund checks totaling
$2,750 and provided evidence that one of the contributions was not prohibited. Asa
result, the amount of prohibited contributions received by FOEI was reduced to $10,825.
(For more detail, seep. 5)
•

Finding 2. Receipt of RxceMfae Contributions
A review of contributions from individualsnidicated that FOHMed to timely resolve
excessive contributions totaling $59,100. Most of these excessive contributions resulted
from improper redesignarions and/or reattributions. FOE untimely refunded $57,100 of
these contributions. In response to the interim audh report recommendation, FOEI stated
<hat fligy hav* i«mad raftind ehadni far thg rnm«niitig $7/100 mnA will ptmrida cnpiaa M

soon as the checks clear the bank. (For more detail, see p. 6)

Findings. Personal Uee of Campaign Fund*
The Audit staff identified expenditures totaling $8,936 paid by FOEI for what appeared
to be personal expenses. Of this amount, the Candidate and the campaign manager
reimbursed $2,615 to FOEI prior to the interim audit report, m response to the interim
audit report recommendation, FOEI provided a copy of a negotiated reimbursement
check from the Candidate for $3,189 and a signed statenientm^m me campaign manager
acknowledging that expenrttarestotamig $1,135 were for his p

toFOEL For the remaining amount $1,997 ($8̂ 36-$2,615-$3t189-$lt13S).
FOEI provided evidence that the expendftum were not for personal use.

In addition to the amounts above, FOEI identin^imaiithoriz^expenditin^madebya
campaign worker totaling $30,504 that were paid wim campaign funds. The campaign
woiter was apprehend^ and prosecuted. IliebankpartiaUyieimbursed FOE for checks
processed with a false signature. No further comments were provided with regard to mis
matter. (For more detail, see p. 9)

Finding 4. Mies3tatement of Financial Activity
FOH had material nrisstatemeuU of icported activity mbo^ years <xwcred by the siidlt
In 2003, FOB! imderstated ha disbinements. m 2004, FOH understated it receipts and
dlsbunemciits. Aa a result of these misstatfliiicnli, FOEI also reported mcorrect casD-on-
hand amounts in both yean. FOEI filed amended reports ate notification of the audit
that corrected the misstatement of leceiptsm 2004; however, disbunementsm both yean



4

and cash^-handanKronts were stiU misstated In response tote interim audh report
recommendation, FOEI itated that amended reports would be filed by May 31 ,2007 to
ftftrr»rt Urn MttiMimig miaatatanMwta (For mCfC detail, S06 p. 14)

Findings. Disclosure of Receipts
A review of contributions from political committees revealed FOEI &d not ac
diiffliOiff thff rpqirirffd infinTnuti^fi. FOEI filed ameno^ reports after notification of the
audh that mate^y corrected the disclosure of th^ (For more detail, gee p. 18)

Finding6. Disclosure of Disbursements
A review of diabunements revealed mat FOEI tailed to disclose or inaccurately disclosed
the required infonnatioa FOEI filri amended rep^
corrected aome but not all of me disclosure discrepancies. In response to the interim
audit icport recommendation, POttst^ that amended reports wc^ be ffled by May
31, 2007 to conect the disclosure of disbunements. (For more detail, see p. 18)

Finding T« Itoinyr^^g of Delits uid Obligations
A review of operating expenditures revealed that FOEI railed to report debts and
obligations owed to six vendors. In response to the interim audh report recommendation,
FOBI stated that amended reports would be filed by May 31,2007 to conect the reporting
of debts and obligations. (For more detail, aee p. 20)

Findings. Failure to File 48-Hour Notifications
FOBI tailed to file 48-hour notices prior to the general dectionxbr 20 contributions
totaling $26,250. In response to the interim audit report recximmcndation, the FOEI
treasurer provided a statement wheiein he acknowledged dial procedures to ensured
fiUng of 48-hour notices may have not arways been followed (Por more detail, see p. 21)

Finding 9. Untimely Deposit of Contributions
A review of contributioiu revealed roEIdd not tirnely deposit ^^ In
response to me interim andtt report recommend^oii, die FOEI treasurer provided a copy
of a previously submitted statement wfaetem he actaMwtedgedtrirt
die tiindydeposh of contributicms may have not always been foUowed (For more detail,
see p. 22)

Finding 10. Disclosure on Form 3Z-1
FOEI filed Form 3Z-I (Consolidation Report of Gross Receipts for Authorized
Committees) with its 2003 July Quarterly and 2003 Year End Reports but did not
disck>se the conect financial mformation. m response to the interim audit report

ndatinn, the FOEI treasura piovided a copy of a previously submitted statement
wherein he explained that the nor was due to a misund^ntand^ of the new filing
requirement and that steps rurve been taken to ensu^ (For more
detail, see p. 23)



Part IV
Findings and Recommendations

| Finding 1. Receipt of Prohibited Contributions

FOEI received contributions totaling $1 1,825 from corporations, limited liability
Contribution! fan Unions, OOIpOIBtionS and

fiomLLCs that elect to be trailed as corporations under IRS ruks are prohibited. FOEI
untimely reftmded $8,075 of these contributions. In response to the interim audit report
recommendation, FOH provided copies of additional negotiated refund checks totaling
$2,750 and provided evidence that ooe of the coot̂ ^ Asa
remit, the amount of prohibited (xmtnlwdoiis received by FOEI was reduced to $10,825.

A. RMdpfofPraUbttodCtatriba^ Candidates and
committees may not accept contributions (in the form of money, in-kind contributions or
loans):

1. In the name of another, or
2. From the treasury funds of the following prohibited sources:

(fhi« nv»an« any ifimrpnratad nrffmiMtmn( including m nnn-«t/yV

corporation, an incorporated membership organization, and an incorporated
cooperative);

• Labor Organizations;
• National Banks;
• Fadml fWwBrnm«nt CnmtracteM (mchiHing pgHnenihipa, individuals, and Sole

proprietors who have contracts with the federal government); and
• Foreign Nationals Occluding individuals who are not U.S. citizens and not

lawfully admitted for permanent residence; foreign governments and foreign
political parties; and groups organized under me laws of a foreign country or
groups whose principal place of business is in a foreign country, as defined in
22U.S.C. §611(b)). 2U.S.C. §$441b,441c,441e,and441f.

B. Deflidtton of Limited LiabfllryCoiivaiy. Alimitedlijd)iHty<»mpany(LLC)isa
business entity recognized aa an LLC under the laws of me state in which it was
established 11 CFR§110.1(gXl).

C Applk«tioBofIJiiteandProhui^toIJX:CoHtribntk»i. A contribution
from an LLC is subject to contribution limits and prohibitions, dependmg on several
ftcton, as explained belowi

1. LLC as Partncnhtp. The contribidan is considered a cootributicm from a
partnershu) if the LLC chooses to be treated aa a partnership under Internal
Revenue Service (IRS) tax rules, or if it makes no choice at all about its tax status.
A partnership contribution may not exceed $2,000 per candidate, per election, fnd
it must be attributed to each lawfulptrtner. 11 CFR$110.1(a),(bX(e)and(gX2).



2. LLC as Corporation. The contribution is considered a corporate co^ —
andii barred under the Act— if the LLC chooses to be treated as a corporation
undorl^r^orifitidiareiiretiidedpiiblkly. 11 CFR§ 110.1 (gX3).

3. LLC with Single Member. The contribution is amsidered a coim^^
iUjtigfnfrgr T-iC <*»«* tl

treated as a coiportlkm under IRS rules. HCFR§110.1(gX4).

FOEI accepted 24 contribution! tattling SI 1,825 from apparent prohibited sources. Of
totaling $7,075 were fiom corporations, 4 contributions totalmg

$3,750 were from LLCs, and $1,000 was from a local union organization. For those
contributions from corporations, the Audit staff verified the corporate s
entities at the time me contribution was made with me Oklahoma's Secretary of State.
For mote contributions fiom LLCs, FOm could not demonsovtewheu^ the entities
were taxed at a corporation or a partnership tinder the rales of me Internal Revenue
ServiceQRS). If the entities are treated as corporations by the IRS, theft contributions
represent prohibited corporate contributions. It should also be noted that FOEI did not
estabhsh a separate account ibr questionable contributions; however, FOEI maintained a
sufficient balance in its bank account to refund the prohibited contributions.

Ibis matter was discussed with the treasurer at the exit conference. Hie Audit staff
provided a schedule of me apparent prou*^^ m response, the treasurer
untimely refunded $8,075. For the apparent prohibited contributions trom IXCs totaling
$3,750, the treasurer provided copies of letters sent to the Il^sreqiiestmgtriat they
verify their tax fifing status.

Interim Audit Report Reoommendation and Committee Reeponee
The Audit staff recormnended FOEI take die following action:
• Provide evio^ocedenionstratmg that

not proml)ited, or were timely rerurid^d. Such evidence should have included
hifl KhfAr fititig rfrfii. with tlm TPfi nr mpW r»f tti« ftrmt otiH

back of timely negotiated refund checks; or
• Refund $3,750 to the contributors and provide evidence of such refunds (copies of

front and back of negotiated refund chocks): or
• If funds were riot ava^le to rnakeriecessary refund

rffpiiffag refunds on Schedule D (Debt gmt Obtigations) wtil funds frgganig available
to make die refunds.

In response to the interim audit report reconmiendittion, FOEI provided copies of
additional negotiated refund checks totaling $2,750. FOEI also provided evidence oat
one of the contrHnitiora was not prohibited. As a resuh; the amount of prohibited
contributions received by FOEI was reduced to $10̂ 25.

I Finding 2. Receipt of BKcesjiiva Contribntiona

A review of conoibutions from irkhiddu^
excessive contributions totaling $59,100. Most of these excessive contributions resumed



fhmi improper redeaignations and/or reattri^^ FOEI untimely refunded $57,100 of
these contributions. In response to to interim audit report recommen^^
mit they hive issued refund checki for the remaning $2,000 and will provide copies as
soon as me checks clear the bank.

A. AithoriiedCoMiittee Unite: An authorized committee may not receive more
than a total of $2,000 per dectioo from any one person. 2U.S.C. §441a(aXlXA)andll
CFR§ll0.1(a)and(b).

B. Handling Ctatribvtions That Appear Excessive. If •committee receives a
contribution that appears to be excessive, the committee must either

• return the questionable contribution to to donor, or
• deposit the contribution into its federal account and keep enough money on

account to cover all potential refunds until the legality of the contribution is
established. 11 CFR (103.3(b)(3) and (4).

another contributor as explained below.

C Rfdrslgnatiosi of Excessive Contribatioas. The committee may ask the contributor
to redesignate the excess portion of the contribution foe use m another election.

• The committee must, within 60 days of receipt of the contribution, obtain and
retain a signed redesignation letter which inibnns to contributor that a refimd of
me excessive portion may be requested; or

• refund the excessive amount 11 CFR §§110.1(bX5), 1 10.10X2) and 103.3(bX3).

Notwithstanding me above, when an authorized political committee receives an excessive
contribution ftom an inrn'vkfai^
presumptively rndrarignatr the excessive portion to the general election if the
contribution:

• Is made before that candidate's primary election;
^ Iff HOT clesi ffnateo ̂ ^ ̂ yriafip fM* a particular Blecooni
• WouM to excesnve if treated as a primary election c^^

hmiL
Abo, me committee may presumptively mdftsignafa me excessive portion of a general
election contribution back to the primary election if the amount redesignated does not
exceed tho wnniittM'g primary net debt position.

Tnc committee is required to notify the contributor m writing of the redesignation wimin
60daysofthctreasi^sreoei|<oftnecontributi(mandmiistoffato
option to receive a reftmd instead. For this action to be valid, the committee must retain
copies of me notices sent Presumptive redeaignitiona apply only within the same
election cycle. 11

Di RfnUrlbiitlosi of EuBcaaivsj CoMtrflnitloBis. When an aumorized cominiittee receives
an excessive contribution, the committee may ask to contributor if fte contribution was
intended to be a joint contribution from more than one person.



• the comimttee must, withm 60 days of receipt of m^
retain a reattribution letter signed by each contributor, or

• refund me exceirive contribution. 1 1CFR}§1 10. l(kX3), 110. 1(1X3) and
103.3(bX3).

Notwithstanding the above, my excessive contribution that was made on a written
uistnimem that is imprinted
•moiuj me mmViduali tilted um^ The
committee muit inform each contributor

• how the contribute wai attributed; and
• that the contributor may initeadrequeit a refimd of the excessive amount 11

CFR§110.1(kX3XiiXB).

Facts and
A review of contributions from individuals indicates that FOEI Mod to timely resolve
excessive contributions totaling $59, 100. Of these, FOEI untimely reflmded $7,000 of
the excessive amount prior to me audit It should be noted ttiat FOEI maintained a
sufficient balance in to bank account to refund the excessive contributions. Moat of me
excessive contributions wen received prior to the primary election awl are excessive for
one of the following :

Contribadoa Iiy check wttfc two names tnmrmted- FOEI felled to timely resolve
excessive contributions totaling $18.600. These contributions were identified as
excessive because they were made by a check imprinted wim two names and signed by
only one of the individuals. In moat cases, FOEI attributed the contribution to both
individuals whose names are imprinted on the check or dnrignstcd the contribution to a
single contributor for both elections. Such action requires that within 60 days of the

ODUU& ft ttSDOO lWulDUIiliOI& Of VOuMUDUEuO^E fl^ODft UHO OODUUKUOCV OT
inform fhe individuals of how the contribution was presumptively reattributed or
rederignated and offer a renmd of the excessive portion. FOEI did not provide any
records relating to fee redesignatioii or reattribution of these cuutfibutions. As a result,
fhe entire amount of the contribution was attributed by the Aum'tst^
mat signed me check.

ContrlbvtloBi by cheek wMfc DM BUM inprmtod- FOEI failed to timely resolve
excxsrive contributions totaling $40^00. These contributions were identified as
excessive became they were made by a duck imprinted with one name and in most cases
were either designated by FOBI to both elections or were attributed by FOEI to two
individuals. Such action requires that withm 6
signed reattrftution or ird<«gnation from me conn^^
howmecofltributionwMPiesiiniptivdyrn^
portion. FOEI records cUd not inchide a rignedred^
second indrvidnal acknowledging them as an accountholder. Records also did not
include notification to infoimhidividiials of how the contribution WM
redesignated. Asa remit, the entire amount of ftecomNrfl)im' on wu attributed by the
Audit Haff to the individual who signed me check.



This matter was discussed wim the treasurer at the exit conference. The Audit staff
provided i schedule of flic excessive coptributioiii. Inieiponietihetreasiiiwimthiiely
refunded $50,100 and indicated that the excessive poftionfiomtwocootributontotalmg
$2,000 was timely refunded or reattributed.4 However, oV>cuiiientation to support such
action taken for the coanibutioos from these two mdividuabwii not provided.

The Audit staff recommended mat FOEI:

• Provide evidence denionstiatmg that me lem
$7,000) m contributions were not excessive. Such evidence should have included,
but not be limited to, documentation that the contributon were notified m a timd
manner of the actions taken by FOEI or mat the excessive contributions were timely
refunded or reattributed; or

• Refund the remaining $2,000 to the contributors and provide evidence of such
refunds (copies of front ami back of negotiated refund checks); or

• If fund^ were not availabte to make necessary refunds, disclo^
requiring reftmda on Schedule D (Debt and Obh^aa'ons)um11fund^ become available
to make the refunds.

In response to the interim audit report î ecoinmend^on, FOEI stated that they have issued
refund checks for the ranaining$XoOO and will provide copies as soon u
clear the bank.

I Finding 3. PeraonalUac of Campaign Funds I

The Audit staff identified expenditures totamig $8,936 paid by FOEI for what appeared
to be personal expenses, nf <hi« «fnnMntt flip (Tandidf*** f^ *ft campnign n>apf flwr
remibuned $2,615 to FOB! prior to the mterim audit report In response to me interim
audit report recommendation, FOB! provid^ a copy of a negotiated lemibursement

acknowledgmg mat expenditures totaling $1,135 were for his personal use and would be
reimbursed to FOEL Formcremainiii«aiiioimt$1^97($8,93W2,615-$3,189-$l,135)t
POH provided evidence that the expendtures were not fi>r personal use.

In addition to the amounts above, FOEI identified imaulharizedexpendituiu made by a
campaign worker totaling $30,504 Oat were paklwimcainndgn funds. The campaign
worker was apprehended and prosecuted. The bank partially remibuned FOEI for checks
processed wim a false rignature. No rurther comments were piovid^wim regard to mis
matter.

A. Use of CanqMliBi Funds. Using campaign finds ̂ personal use U prohibited. 2
U.S.C.g439a(bXl).

" •••"•Inh^ y^flflfl fci ^imt»mmiv* et**t9»i6te*tm mwm

HCFR|110.1(kX3Xii)(B[0]).
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B. Penosiftl Use Defiled. Personal use is defined as any use of funds ma campaign
account of ft present or former candidate to fulfill ft coiiiniitinent, obligation, or expense
of any person mat would exist irrespective of me candidate's campaign or duties as a
Federal officeholder. 11 CFR§113.1(g).

Commission regulations hit ft number of purposes that would constitute personal use per
M£» ims includes put is not limited to flic use of campaiBi funds ion

Household food items or suppties;
Funeral, cremation or burial expenses;
doming other man items of de minimis value used m the campaign such as T
shirts or caps;
Tuitions payments;
Mortgage rent or utih'ty payments;
Admission to sporting events, concerts, theaters, or other form of entertainment
unless part of ft specific campaign or officeholder activity,

• Dues, f»M or gratuities at ft cofuty
nonpolitical organization; and

• Salaiy payments to ft family member^
fideaervices). 11 CFR§113.1(gXl)(i).

Where a specific purpose is not listed as personal use, the Commission makes a
determination, on ft case-by-case basis, whether an expense would fidl within me
regiilation'sdefmra'on of personal use. Examples of such other uses include:

• Legal

• Vehicle expenses, 11 CFR§113.1(gXlXii).

C Mixed Use. For those uses of campaign funds mat involve both personal use and
either campaign or office-holder activity, the coinmm^ must mamtain a
cciiteuiporaneoustogorotnerrecorftodociimcntm^

, use of campaign funds. The log must be updated whenever campaign funds are
used for peraonal expenses rather tnm for cam^ 11CFR
5113.1(gX8).

D. Advisory Opinioi 2001-3. Based on the circumstances piesentedm Advisory
1 -\ ît Oy^ritfW" "HI flfflt ̂  vfff flf fi ̂ yT^gF* wrf»«i« fiy r*"™^

purposes that is equal to 5% of the vehicle's annual mtieage is <femtoJmb and would not
jnBOlUVB VBUDoQIslfllDjfiDDai vO iDO

A. PenoaalUse. During the review of disbursements, the Audit staff identified
expenditures totahng $8,936 paid by FOH for what appeared to be personal
The expenditiires inchided items fliat Appeared to constitute personal use JMT js* under 11
CFR §113.1W(lXi) and expense! mat required a determination on a case by case basis
as to whether the expense would fall within the regulation's definrara of ]>ersonal use.
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Also included are certain personal expenses that were originally paid by FOEI and
subsequently reimbursed by the C^^date and campaign manager.

for items specifically listed at 11CFR 5113.l(gXlXO»
constituted personal use /MTJ*. Theaeexpeowsinchided Broadway theatre tickets
($600) and Univertity of Oklahoma football tickets ($1,604).

2. Disbur»ementitotaJmgH117,foriteinisuc^
requited a determination on a case-by-case basis as to whether the expense foU within
ttie regulation's definition of personal use. The Audit staff considered, among other
tilings, flic geographic location (the Candidate's home state, Washington, DC, or
other locatioris) where the tnrnsacflionso
services. Certain expendifures were considered iiflfi-y-flinptiisjTi related baaed on die
type of expenses and me lack of oVxnirnentationveriiyhigm^
officeholder related. Those expenditures reqinring a detenmi^
basis are discussed betow;

• Between February 13, 2004 and December 31, 2004, FOEI paid $8,033 for costs
associated with a leased vehicle. These costs consisted of the vehicle lease.
insurance, maintenance, and fuel. The regulations at 11 CFR §113.1(gX8) state
that when campaign funds are used for expenses involving personal use, as well
at campaign-related or officeholder use, a contemporaneous log or o/Aerr0con/
must be kept to document dates and expenses related to the personal use of the
campaign funds. While FOEI did not keep a contemporaneous log of the
mileage and use of the vehicle, the Committee rjreparedalog,inresponsetoan
extt conference, based OT the rjmdidatrU
question. FOEI acknowledged that it could not oV>cumentaU of t^
use of the vehicle, but maintained tint it used the vehicle 85% for campaign-
related or officehokler activity, and 15% fto
mileage driven. FnRT>f tfaHani^^t «fnr1ifM qn ̂ "ft"1*** fe"* «««nt« that wr^
not pre-scheduled and for which the Omimittee had no supporting
documentation.5 With respect to the 15% vehicle me for personal reasons, FOEI
beh'eved that some pei^nnal use wopcnnissibk as 1^^

Absent documentation or other pertinent information sufficient to support the
10% added by FOEI far unscheduled campaign-related or officeholder activity,
the Audit staff recalculated the vehicle mage u documented for each use. Based
on documented usage, the Audit staff detennined that me vehicle was used 80%
for campaign-related and officeholder activity and 20% for pexional reasons.
Applying these ratios to the $8,033 in costs associated wim me leased vehicle,
the Audit staflFconcluded that $1,607 of me costs were for personal use.

With respect to FOETs understanding mat personal use of me vehicle was de
minimis, the Audit staff concluded mat me 15% use of the vehicte for personal
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WM heynnd what the Cnrnmfuntm KM prHvinaialy entigMmd

Between December 29, 2003 and January 5, 2004, FOEI paid $1,861 for cost!
incurred by the Candidate md bis ton in connection with a trip to New Orleans
for tbe Sugar BowL Thewco^connit
car rectal ($161), and meals ($146). Nonwoicetfi«ceipta>]]uxiiiteaofmeeti^

connection with a campaign or officeholder related event

The Audit staff diacuaaed fheee expenses with FOBI at the exit conference and
they provided the following response, "A aignin^ant campaign finid^Biier was
planned to take place at the Sugar Bowl game, where the University of
Oklahoma and L-S-U were playing for the national tWc, attracting tens of
thousands of Oklahomans to New Orleans. The original plans included a
fundnriaing event or two, fact fituifag trips to the Port of New Orleans and the
nearby commercial and military shipbiiildlng yards, plus a speaking engagement,
with his aon... accompanying him to assist (These visits were in connection
nn'tfi flm rntiflrHMtnWa ehaimi«iAip MIIHT rnrtmn« atiH rfiipping immmm «nH

government shq>buildmg programs.) Anangemenlamrmenmdraisingandnict
finding portioni fell apart at a late date (TTiey were rescheduled and occurred in
August), but me speaking engagement (to a large crowd of OUahomans)
remained."

these expenses were for campaign-rolated or officehokier activity, the Audit staff
maintains that these $1,861 m expenses paid for by FOEI were for personal u

Between May 2, 2003 and June 16, 2Q04> FOEI paid $649 for various items
where no invoices, receipts, minutes of meetings, agend^ or itineraries were
available to f̂of"1*1*"* that mese expenses were in connection with a campaign
or officeholder related event The majority of these expenses were incurred
outside the Candidate's home state or Washington, DC. These items included a
meal at a New York City restaurant ($288), airfare to MinneapoUs-St Paul for
the Candidate's wife ($124), «*""!•"•••• supplies purchased in Alexandria,
Virginia (11 15). gasoline purchased en route to a Univenm^ of Oklahoma (OU)
vs. University of Texas football game ($35), and flowers pinchaaed m Oklahoma
City 087).

In its response to the exit conference, FOEI stated that the meal at a New York
City restaurant was a mndraismg event coordinated with a New York
Congressman, but did not provide ««M<J""̂ "***M*" m support of this fundraiser.

WM imahlg to Innate dnenmgniaiimi to

support charfortheaMare,coniput0suppties^ FOEI stated that
me florist charge was evidently made by me canmaign manager while me
candidate was traveling. Finally, FOBI stated mat me gasoline was purchased on

*8aeAO 2001-3
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a Texas trip for meetings at the OU-Texas game, but did not provide
documentation in support of these meetings.

Absent documentation or other pertmentim^)fniationsuffidenttosunx)rtthat
mete expenses were for campaign-related and official business, me Audit staff
maintains mat these $649 in expenses paid for by FOEI were for personal use.

3. FiiiaUy, the Audit staff identmeda^
r rehnbuned by me Candidate and the campaign

response to the exit conference. The Candidate reimbursed FOEI for expenses
totaling $1,597. This mctad>d$7a),pfmiaify for chargM
FOEI) on the campaign credit cud mat wore also submitted for reimbursement
directly to me Candidate and me Candidate's wife. The remaining $837 were
campaign credit card charges (paid for by FOEI) for personal items such as CD's,
airfare, department store purchases, jewehy, groceries, gas, and meim^enhip fees
where the Candidate stated he used the wrong credit card by mistake.

The campaign manager reimbursed $1,018 Cor campaign cî t card charges (paid for
by POET) for personal items such as drug store purchases, a studio tour, lodging, dry
cleaning, a hair cut, and flowers.

B. Unanmoilzed Expenditures, m November of 2003, FOBI identified unauthorized
expenditures made by a campaign worker between October 9,2003 and November 14,
2003, totaling $30,504 mat were paid wim campaign funds. The campaign worker forged
campaign checks totaling $28,012 to himself and vaikras vendors and msite unauthorized
campaign credit card charges totaling $2,492. FOEI stated that UK campaign worker
evidently went into the campaign manager's o>sk drawer to get the checkbook, and
obtained the credit card data from credit card statements mat were on the campaign
manager's desk. Not all the campaign's tosses were detected and reported in time to be
reimbursed, although $21,173 of the bank fraud wureimbuned by Pint Fideh'tyB
because the bank had accepted and processed checks wim felse signatures. The
canipdgn worker was aprHcfaended, projecting

at an Oklahoma State Penftenm^ Subsequent to this
activity, during the review of disbursements, tiie Audit staff identified additional forged
checks totaling $4,139 to various vendors.

The Audit staff discussed mis matter wim the treasurer at the exit conference and
provided schedules of the transactions noted above, fa response, FOEI provided copies
of cancelled checks, affidavits of unauthorized activity,
documentation, and news articles relating to the embezzlement

A. Personal Use. The A^4y* f|*a^f*H^iniiifliidgd mat FOE! provide evidflBipg that the
$6\321 ($8,936 - $1,597 - $1,018) in expenditures described atove were canqiaign or
officeholder expenses and not for personal use. Such evidence was to consist of.

1. invoices, receipts, minutes
2. names of organizations tibat sponsored trips;
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3. any other written record which would d\>cument me specific campaign or political
purpose of the charges; or

4. additional expense or mileage log documentation showing mat the automobile
lease was in confonnance with AO 2001-3.

meh jnrid««c* the Audit «t«

to FOEI and provide evidence of the rdmbuiiement(i.e,acopyofthefrc)ntandbackof
the negotiated check).

B. UaavthoriiedExpcaditures. Since the treasurer stated hu intentions to close FOEI
in the near future, the Audit ilaff recommended IhitTO^
it considered relevant.

Tti UMpnmM to tha interim audit Mpmrt WMHimtMnHrtum^ PORT pw^m^^H • oopy fff n

^gotiated reunbunemeat cheek fiom me Candidate for $3,189 and a signed
from the campaign manager acknowledghig that expendituiestotamig $1,135 were lor
his personal use and woiiU be nmbuned to FOEL For me remaining amount $1,997
($8,936-$2,615-$3,189-$l,135), FOEI provided evidence mat the expeoditures were not
for personal use. Therefore, me Audit staff concliibM that FOBI made expenditiires for

of Candidate ffMl camiHHHn twianafff?r ffftilinB $6*939.

| Finding 4. BgJMtatement of Financial Activity

FOEI had material misstatements of reported activity in both years covered by me audit
In 2003, FOEI understated its disbursements, m 2004, FOm understated h receipts and
disbursements. As a resuU of these misstatements, FOEI also itpoztedmco^
hand amounts in both years. FOBI filed amended reports after notification of the audit
that corrected the misstatement of receipts m 2004; however, dUsbinsementsm bom yean
and cash-<m-^iandaniounts were still misstated, m response to me intermi audit report
rf>mffmnmriitiontFOEI stated mat amended reports would be filed by May 31,2007 to
coirect the

CeartMts of Reports. Each report must disclose:
• The amount of cash-co-hand at the b
• The total amoiim of rece^ for the reporting period and fo^
• The total amoiint of disbursements for me reporting period
• Certain transactions mat reqjnretemization on Sc^

Schedule B (Itemized Disbursements). 2 U.S.C. §434(bXl), (2). OX (*), and (S).

•nil A««

A comparison of reported activity to bank records reveded mat FOEI had misstatements
in 2003 and 2004. The following outfries the disoepancies fa
minirtaltiitfiilf Haitifigd ̂ ""ng thff wdit.

7 fa a bttv to OB Rapom Airi^ DMskm ra
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2003 Activity

OnMihiff Cadi R»1«tw»^V/imuiig t_rWN i rrmtmtmm

@ January 1, 2003
Receipts

Disbursements

Ending fash Balance
@ December 31. 2003

Reported
$ 738

$928,720

$326,648

$602,810

Bnk Records
$ 4,470

$939,540

$359,270

$584,741

Discrepancy
$ 3,732

Understated
$10320

Understated
$32,621

Understated
$18,069

Overstated

Dbbmrsements-2003
The undeistateuient of disbursements was the net result of the following:

• Disbursements Not Reported
FOH did not report fifty payments to vendors that should have been
disclosed on their 2003 reports. Of this amount, a single payment to
one vendor of $13,500 for campaign research should have been
disclosed on its 2003 Year End Report.

• In Kind Contribntfons Not Reported
FOEI did not report In-Kind contributions received from nine political
committees.

Amount includes two checks totaling $857 that were erroneously
reported twice and three reported amounts totaling $581 mat could not
be traced to bank records or FOEI's check register.

• Indirect Reported Amounts (Net)
Amount includes ten checks where the amounts reported were
different from the amount clearing the bank.

+ $25,254

8,555

1,438

250

Total Net Understatement of Disbursements $32,621
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2004 Activity

OnenhiB Cash Balance
©January 1.2004
Receipts

Disbursements

RnHino r^adi Halmee
©December 31. 2004

Reported
$ 602,810

$ 748,328

$1,045,317

$ 305,820

Bart Records
$ 584,740

$ 774,430

$1,050^14

$ 308,856

DucrepsjBcy
$18,069

*--*.- *ventaiea
$26,102

Understated
$4,997

Understated
$ 3,036

Understated

Recdpti-2004
TheundentatememofreceiptiwutfaeretuhofthefoUowmg:

• Reedpto Not Reported
FOBI did not report contributions received from twelve political
committees and one Indian nation.

FOEI incorrectly reported a contribution of $2,500 from a political
committee as $1,000.

• OfBMts to OfieratiiigExpcBdttniw Not Reported
FOBI did not report two refunds from vendors.

• Interest Received from Baik Not Reported
FOBI did not report me monthly interest received from the money
market account.

• Unexplained Difference

+ $13,190

• !• Hid Contributions Not Reported +
FOEI did not report twelve In-Kind contributions received from eight
political committees.

7^23

1,500

1,273

1,165

1,651

Total Understatement of Receipts $26,102



17

Dsibarsemcnts-2004
The understatement of disbursements was the net result of the following:

• Disbarsemeiits Not Reported + $91,754
POBI did not report operating expenditures totaling $74,754 and
contributions to other political conimhteestotamig $17,000 mat were
made thru the 30 Day Post-General Report period ending November
22,2004.

• Disbursements Overstated - 95,707
Hie 2004 Year End ("YE") Report (11/23/04 -12/31/04) disclosed
disbursements totaling $143,209. The correct amount of
disbursements that ahould have been reported on the YE Report is
$53/191. Theren^ FOEI overstated dlsbunements on the YE Report
by $89,718 ($143,209 -$53,491). FOBI also reported three
disbursements in other report periods totafog $5,989 that could not be
traced to the bank or FOEI's check register.

• !• IOndCoati«a1lMis Not Reported + 7,323
FOEI did not report twelve In-Kind coinnbutions received from eî it
political committees.

• Uconrect Reported Amoasits (Net) + 2,754
Amount includes forty-three cheeks where the amounts reported were
different from the amount clearing the bank.

• Unexplained Difference - 1,127

Total Net Uno>ntateiiient of DIsbQi-sements $ 4,997

POM misstated cash-on-hand throughout 2003 and 2004 due to the errors described
above. On December 31,2004 the cash balance was understated by $3,036.

FOEI filed amended reports after notification of me audit that corrected the niisstatement
of receipts in 2004; however, disbursements in both yean and cash-on-hand amounts

The Audit staff discussed mil nutter wi& the treasure al me exit conference. In
, the treasurer stated he would amend me appropriate reports as necessary.

lotsjfim ABott Report
The Audit stiff recommended that FOEI file tmeadedrepoita for 2003 and 2004 to
cotrectthereniaim^miastatemcutad^tai^
report to correct the cash-on-hand balance, to response to the interim audit report

VTOn mtmtmA that •mgmlad rapntta wniilH ha fil^H hy May 31, ^007 to

correct the remaining misstatementa.
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[Findings. Dieclotmre of Receipts

A review of contribudongfiom political conimineeg revealed FOEI
diidose the required infonnation. FOBI filed amended report! after notification of the
audit Hut materially corrected the disclosure of these items.

A* RciInd bifbnmtkNi for CoBtribitkm frean PoHtlcilCoiiiiiiltteeit For each
contribution fiom a political committee, me reporting committee miist provide the
following information:

• The committee's name and address;
• The date of the receipt;
• TheanK>umofthecontribiitiofi;and
• The dection cycle-to-date total. 11 CFR§104.3(aX4)and2U.S.C.

§434(bX3XB).

B. Election Cycle. The election cycle begins on the first day following the date of the
previous general election and ends on the date of the next general election. 11CFR
§100 J(b).

A sample review of contributions fiom political committees revealed FOEI did not
accurately disclose me required infbnnation for 25% of me items tested. These enors
include the inaccurate reporting of the contribution amount, the election cycle-to-date
total or the contributor address. Many of the enors appear to have been caused by
mconsistencies when entering cont^^ FOEI filed
amended reports after notification of the audit n^nutteriaUycxxrec^ed the disclosure of
these items.

The Audit staff discussed this matter with the treasiirer at the ent conference.

latorim Audit Report ItooomnMndatlon and Committee Reeponee
The Audit fturTrfttiffliiiii^iifff'ti^ffd **»•*• FOEI submit written cafnrn^ntot it considered relevant.
FORT pmvi^^ no ftirtfiar eamrnet^m on fliia tMtter

| Finding 6. Pieclotrure of PiebuCTemenU

A review of disbursements revealed that FOEI failed to disclose or inaccurately disclosed
the required information. FOEI filed «Mn^a«i reports after notification of me audit that
corrected seme but HrtaU of the dtek>^ m response to the interim
audit report recotnrnmrtation,FOBI stated that amended reports would be filed by May
31,2007 to correct the disclosure of disbursements.
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Whm operating expendftures to the same
I $200 an election cycle, the committee must report the:

Amount;
Date won the expenditures were nude;
Name and addreu of the payee1; and
Purpose (a brief description of why the disbursement 2
U.S.C. |434(bX5XA) and 11CFR §104.3(bX4X9.

• Adequate DeacriptionB. Examples of adequate descriptions of "purpose" inchide
the following: dinner expenses, media, salary, polling, travel, party fees, phone
banks, travel expenses, travel expense reimbursement, catering costs, loan
repayment, or coirtnTrotioniefi^ 11 CFR 1104.3 (bX4XiXA).

• Inadequate Descriptions. Thefollowmgdescr^onsdonotmeetthereqiiirement
for reporting Mpurposevv: advance, election day expenses, other expenses, expense
reimbursement, miscellaneous, outside services, got-out-the-vote, and voter
registration. 11 CFR §104.3 (bX4XiXA).

C. Credit Cart Transactions. In me case of operating expenditures charged on a credit
card, a committee must itemize a payment to a credit card company if the payment
exceeds the $200 aggregate threshold. The committee must also itemize.ua memo
entry, any specific transaction charged on a credit card if the payment to the actual
vendor exceeda the $200 threshold. 11 CFR §§102.9(bX2) and 104.9.

D. ContribitloBS to Oner Federal Candidates. When itemizing a contribution to
another candidate, the committee must report the information listed above. For
contributions to federal candidates, the conimittee must also mclude the office sought,
state and, if applicable, Congressional district, and the decticii for wU(^ me contribution
was made. Contributions to other candidates are inchxled in the total for Line 21. 11
CFR{104.3(bX3Xv).

A sample review of operating expenditures itemized on Schedule B revealed mat FOEI
failed to disclose or inaccurately disclosed the required information for 30% of the items
reviewed. The errors conaisted of reportmg the inconectve^ The
Audit staff also identified diabusememsdsclotodwimapnipOM
described the reason for the disbursement FOEI filed amended reports after notification
of the audit that materially corrected the disclosure of these hems.

A review of contributions made to other poh'ticalcommhteea revealed that FOEI did not
disclose me ofiBce aongjit, me atate, and/or congressional district of the recipient
candidate for contributions totating $24^95. FOEI filed amended reports after
notification of the audit mat failed to correct the disclosure of mese items.
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A review of payments made to credit card companies revealed that FOEI did not diacloie
memo entries totaling $83,284 on Schedule B. The credit cards used for these purchases
were m the name of the Canfldate and the fraiu^
airline tickets, lodging expenses, and meal expenses. These memo onnies are recniired to
discliosft me name apd address of the original vendor, as well as the date, amount, and
pinpose of me original purchase. FOEI filed amended reports after notification of the
audit mat corrected the disclosure of items totaling $40,106.

made to the Candidate and Ms spouse Blip? revealed thit
FOBI did not disclose memo entries totaling $1,306 GO Schedule B. The amount
primarily includes rembursements to the Candidate's spouse for meal expenses and an
•jriina ticket. FOBI filfff wnfliMlffd reports after notification of the audit tf^t flHted to
correct me disclosure of these items.

Hie Audit staff discussed this matter with tfaetteasmcrattfacexhconfejinee. FOBI was
provided schedules of the transactions noted above. In response, the treasurer stated he
would amend the appropriate schedules

Audit
The Audit staff recommended mat FOEI file amended repoite to cx>rrect me disclosure of
the f*"fl*aTiitij disbursements as noted above. In response to the interim audit report

don, FOBI stated that amended reports would be filed by May 31,2007 to
correct the disclosure of disbursements.

| Finding 7. Reportiiigof Debts andOblig«tiotn

,
A review of operating expenditures revealed mat FOEI failed to report debts and
obligations owed to six vendors. In response to the intern*1 audit report recommendati
FOEI stated that amended reports would be filed by May 31, 2007 to correct the reporting
of debts and obligations.

A. ContiamoiisReporth^Itequired. ApoUti(^comnu'ttoemustdisclo«etheainoiuit
and nature of outstanding debts and obUgsn'onsimtil those debts are extinguished.
2U.S.C §434(bX8)«nd 11 CFR §§104.3(d)andl04.11(a).

B« Separate Scfeadsdes* A political flffTMTiiittep must flie sflparate scfaftdntes for debts

incumd or extinguished. 11 CFR §104.1 l(a).

C

un^ wn^^jftnm iit*^^*|> which each debt *™^ obliflstion waa

• A debt of $500 or leu must b« reported once it has been outstsi^^
the date incurred (the date of the transaction); the coonmittee reports h on the next
regularly scheduled report*

• A debt exceeding $500 must be disclosed in the report mat covers the date on
which the debt wu incurred 11 CFR §104.1 l(b).
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A ample review of operating expenditures reveded that FOEI railed to report debts and
obligations totaling $18,781 on Schedules D (DebU and Obligrions). These debts wore
owed to sixvendonthat provided primarily catering or printing services to FOEL To
determine the total amount of debts not reported, each debt was counted only once even if
it wu outstanding for several periods. Most of these debts and obligations should have

rted on FOEI's 2004 April Quarterly Report FOEI filed amended reports after
notification of die audit that failed to include the reporting of these items.

Tlie Audit stafTdiscussed mis matter with me treasurer at me exit conference. In
response, me treasurer stated he would amend the appropriate schedules

YnniA^nkfBlvjBlS) ^B\9JSÎ Iv^h ^^Pf̂ VSManaVifr ^̂ P^SitfSMSliJSJBifJSIBiâ SIBî lsBl̂ hv̂ SiVBj aMBsil B^̂ a f̂JSJBJflBIBlA^A^SSk̂ Bi ^̂ )̂ BlSBMM4nhaWlSBl̂ BI

The Audit staff recxnmnended mat POBI file aniendedrerjorts to disclose mese debts and
obligations. In response to the interim audit report recommendation, FOEI stated that
amended reports would be filed by May 31,2007 to correct the reporting of debts and
ODufijSuOnS.

I Finding 8. Failure to File 48-Hour Notification*

FOEI ffftof to file 48-hour notices prior to the general election for 20 contributions
totaling $26,250. In response to the interim audit report rpCTnnpan*^M*inin

l the FOEI
treasurer provided ft statement wherein he scknowledged mat pnx^edWes to ensure the
filing of 48-hour notices may have not always been followed.

Ltpdft
Last-Miawte Contributions (48-Honr Notice). Campaign committees must file special
notices regarding contributions of $1,000 or more received less than 20 days but more
man 48 hours before any election in which the candidate is running. This rule applies to
all types of contributions to any authorized committee of the candidate, including:
• Contributions from the candidate;
• LQMM ftnrn tfte ffflndi^flftr *nd fftfttf *MyH-b*Hlt soyPBBl ffMl

• Endorsements or guanmtees of loans fixmi banks. 11 CFR§1^

A review of those contributions of $1,000 or more mat were deported diamg the 48-hour
notice filing period for the general election revealed that FOEI railed to file 48-hour
rK>ticesfor20ccntributionstotamig$26t250.9 These contributions were from IS
mdrviduals and 5 poHtical committees.

were ttedeporitd^ the d^mbyd^ or tfaecbeck data. Hie Audit §t»fficvtew«l
8-hour notice period to <
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This nutter was diicussed with the treasurer at the exit confer The Audit staff
provided schedules of me comributioiis for which 484100 notira In
response, the treasurer provided evidence that 48-bow notices for two of tiie
contributions totaling $2,250 were filed on November 2, 2004, the date of the general
election. Since these two notices were untimely filed less than 48 hours before the
general election, they are included with die $26,250 in contnlmticiis that do not coinply
with the filmgreajrirements for 48-hour notices. FOEI provided no further explanation
for why die remaining 48-hour notices were not filed.

i

The Audh stsif recommended that FOEI provio^ evidence tiiat these 48^ur notices
were timely filed or provide any finther coinments it considered relevant In response to
the interim audit repent lecxxmnendation, the FOEI treasurer provided a statement
wherein he acknowledged that procedures to eneive the filmg of 48-hour notices may
have not always been followed.

| Finding 9. Untimely Deposit of Contribution* _

A review of contributions revealed FOEI did not timely deposit contributor checks. In
response to the interim audit report rer^mm
of a previously submitted statement wherein he acknowledged that procedures to ensure
the timely deposit of contributions may have not always been followed.

A. Deposit of Receipts. The treasurer of a political committee must deposit
contributions (or return them to the contnliu^withom being deposited) within 10 days
of the treasurer's receipt 11 CFR §103.3(»).

Facts and Analysis)
A sample review of contributions from poh^c^cominitteesrevesJed FOEI did not timely
deposit 73% of the contributor checks reviewed. Also, a sample review of contributions
from individuals revealed mat FOEI did not timdydeposh 53% of the cotitrflrator checks
reviewed. Tn determining th* tSmrfhiMa ttf entitrilmtMMM^ th* Audit ataflTmmpomd tfm

contributor check datowitii the bank deposit date.10 As a result, the Audit staff
determined contributions were deposited up to 122 days late.

The Audit staff discussed this matter with me treasinw at the exit conference. In
the treasurer provided a statement that explained that MAs a matter of internal

control, me Committee has always stressed timely depodts of aUcoflnil>inions. Hie
procedure is to copy all checks along with the depo«U ticket and tske the deposit of
contributions to me bank daily when me o^posh is larg^ and/or at least once a week
ivgardless of me size of the deposit Hie deposit should be made by an individual
sepaiate torn the mdividual record^ After nviefwing me deposits it is
apparent that this policy was not always followed. The

1^^— Aa^JlA ̂ ^mff m^l^^Am^ml iL^ ^^^^ —.̂ •••••̂ •A AMIDB Anon mn GBWiunDO IDD UHB 01 IVUI|KU
•Dow fot ddiwy of no cuiftibuliflfl.
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timely deposits md now (he individual miking the deposit fax [sic] us a copy of the
depotit ticket and the contribution! are reviewed vii intemct and reconciled by our itaff*.

The Audrtitaff recommended tfartFOEI provide my figtfierccminents it conridered
relevant. in response to the mtcrup tudit report icoommcoditioii, tfac FOEI treasurer
provided a copy of t previously submitted itatomertwhefemta
procedures to eniure the timely depotit of contributioiis may have not always been
followed

| Finding 10. Disclosure of Form 3Z-1

POBI filed Form 3Z-1 (Consolidation Report of Gross Receipts for Authorized |
Committeei) with Hi 2003 July Quarterly and 2003 Year End Report! but did not
disclose the correct financial information, hi response to the interim audit report
recommendation, the FOEI treasurer provided a cx>py of a previously submitted statement
wherein he explained Oat the error was due to a misundentandingofthenewfihng

8B6DB ua^RfO D66D C8IG6D CO flDHLVB iUtUfB GODODUflOOC

T*rmcip«l eampaigpi lyymtnitte^K nf e«n<tiiiat«a for rtia

U.S. House and the U.S. Senate must file FEC Form 3Z-1 as part of their July Quarterly
and Year-End Reports in the year proceeding the year in wm' eh the generd election for
theof5cesou^itisheld. The information in this form allows opposing candidates to
compute their "gross receipts advantage" used to determine whether a candidate is
entitled to an jnerpagfld contribution K™t- Tlw following mformation must be disclosed!

1. Grass receipts to date for the primary and general elections,
2. Aggregate amount of contributions fi

3. A calculation of gross receipts less the candidate's personal contributions for each
election. 11 CFR (104.19."

•nil Ana

FOEI filed Fonn 3Z-1 with its 2003 July Quarterly and 2003 Year End Reports with
incorrect financial information.

Using the electronic data provided by FOEI, the Audit staff detennmed gross receiptB for
the primary election of $470,983 and for the general dection of $2,150 should have been
disclosed on Form3Z-l included wilh its 2003 Jury Quarterly Report FOEI disclosed
gross receipts for the primary election of $427,297 and 110 gross receipts for the general
elecnon.

11 Thfc refutation boc«» effective J«^
fluiii|of Oni flbniL
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For the 2003 Year End Report, Form 3Z-1 ihould have duclowd $933,983 for the
primary election and $24,014 for the general election. However, FOEI diidowd no gross
receipts on Form 3Z-1 included with its 2003 Year End Report There were no personsi
conlrio«tioiiabytheCsndiditein2003.

The Audh staff discussed this matter with thetrauiveratlbfiejdtcoofbnoGe. The
treuurer responded with a statement thai explained the error was due to a

of the now filing TcqiiiimeDt and that steps have been taken to ensure
fixture comBlii

G> Interim Audit Report Recommendation wad Committee Reepoaee
5 The Audit staff recommended that FOH pro vide any further comments it consideced
vy relevant. In response to the interim audit report recoinmendaticu, the FOEI treasurer
O provided a copy of a previously submitted statement
"N

O


